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EXECUTIVE SUMMARY

The principd am of this study isto describe and anayze the impact of APRP on creating agricultural
information.  Underlying the andlyss is the importance of an information system on economic
performance in aliberdized agriculturd economy. The primary goa of APRPisto asss the GOE in
transforming the Egyptianagriculturd economy into aliberdized, open market system. In collaboration
with MALR, APRP experts developed a series of activities, bothdirect and indirect, to improve data
generation, toimprovethe production of information, and to improve itsavailability to end-users. These
activities were wide-ranging and are described and andyzed in some detail in the body of the report.
The five most important activities and their impact are summarized here.

Major APRP Interventions

Assessments Themgor effort toimprovethe qudity of basic farm-level dataarose from assessments
by the MV E Unit of the Stuation for both “old” and “new” lands. Subsequently, anumber of activities
were carried out that should eventudly result in greetly improved area, yied, and production data for

many key field crops.

Yield forecasting. After collaborating with MVE, EAS now produces early-season forecasts for
cotton and whest that are accurate, produced on time, and summarized in a useful format. These
forecasts will soon begenerated for dl governorates. However, they are not widdy distributed among
potential beneficiariesof the data. Timely forecasts could benfit policy makers, traders and exporters
by dlowing better planning of imports and exports, improved buying strategies, and improved raw
materials procurement by processors.

Area estimation. Yied forecasts have their highest value when they are linked to accurate estimates
of the area planted to the particular crop. To thisend, the MVE Unit collaborated with MALR/EAS
inthe design of a programto introduce a new, scientificaly based method for esimeting fidd crop area.
The mgor summer and winter crops were covered in separate sudies.  Sampling methods are
employed, and areais directly measured using advanced messuring ingrumentsaready purchased by
MALR, per the recommendations of the first study. When applied, the new techniques will increase
the accuracy of production data.

Farmincomeand costs The RDI Unit helped MALR to create a set of accurate and representative
gatigticsrelated to farmcostsand returns. The farm, rather than individua crops, was used as the unit
of sampling and account. Theinditutiona structure required to sugtain this activity appears to be in
place. Theinformation thus generated will have animpact on policy decisons, busnessdecisons, and
alocative decisons by farmers. However, two aspects of the information generation process are
lacking, and should be remedied: the capacity within MALR for andyzing the data; and the capacity
to create and disseminate farmer-friendly extension materids.

Predicting the demand for water. This effort involves close coordination between MALR and

MWRI, and two dementsof the APRP project, RDI and EPIQ. The program completed apilot phase
for three governorates and isto be expandedtodl governorates as soonas possible. MALR extenson
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agents provide estimates of cropping intentions 15 days before planting. The estimates are forwarded
to MWRI Didtrict Units, where a sophisticated modd is gpplied to forecast the demand for water. The
accuracy of the area estimates used in forecasting water requirementsis being improved by apardld
activity, involving MVE, to upgrade area estimates by goplying sampling and direct measurement
techniques. Needlessto say, theimpact of thisinformation system will befar reaching, indeed, affecting
the productivity of every farmer and every feddan of land.

Mar ket newssystem. APRP undertook many and far ranging effortsto assist the GOE indeveloping
amarket information system for use by farmers, tradersand processors. MALR developed situation
and outlook reports for many important products with the help of RDI, but their content was largely
internationd data, with no link to domestic markets, and the reports contained very little andyss. The
story isalittle better for cotton, as APRP and CSPP were ableto assst ALCOTEXA and CATGO
indeve oping information systems (each has paper publications and a webdte) that are quite useful for
traders, ginnersand analysts. That effort fell short of producing informetion directly usesble by farmers.
Thisgap in market information for farmer-decision makers promises to inhibit economic efficiency in
the sector asliberdization is completed during the next few years.

Indirectly, APRP a so benefited the agricultura informationsystemthroughthe numerous sudiescarried
out to create basdines againgt which to measure the impact of policy reforms. Mogt of these sudies
generated new data and will remain an important source of information for policy andyssfar into the
future. The GOE will find these to be a wedth of information to help them plan and execute policy
reforms long after the APRP project comes to an end.

Overall Impact

Improvements in the qudity of basic data, and indeed, introducing data where there were none, over
awide range of information, was overal aremarkable successstory. Accurate dataare now available
for andysts and officid decison makers. Further, asit becomes more widdly avallable for use by a
broader spectrum of students of the agricultura economy, suchas universty and government analyss,
expatriate andydts, and top decison makers, the information will surdly improve the GOE s ahility to
monitor theimpact of policy reforms, identify the remaining policy congtraints, and fashionpolicy reform
implementation programs.

Information should, however, be made more widdy available, earlier, and in more usegble formats.
Electronic dissemination systems should be created wherever feasible.

The impact of APRP on data quality and data coverage was sgnificant. It was highly positive, both
adding critica data sets and improvingthe accuracy of exising data. Thefollowing weeknessesremain:
(2) the limited capacity of MALR for andyzing the data to support policy decisions, (2) limited
production and disseminationof market newsand extension materias containing economic andyss for
use by farmers, traders and processors.



Recommendations

MALR and the donor agencies should work together to creete atrue, market information service
for farmers, traders and processors. Farmers are an important class of decison makersin the
newly liberated agricultura sector. Assuch they require precise, timely market newson pricesand
sdes, and require extenson materids to help them andyze income and cost relationships.

High priority should begivento solving the inditutional problem facing the water demand projection
process. Thetime consuming requirement that area estimates be reviewed a the governorate level
by MALR could cause delays and even inaccuracies in the data

All market informationsystems should add domestic priceinformationto the internationa data being
collected and reported.

MALR should distribute yield forecast information more widely and more quickly.

MALR should make every effort to increase its anaytica capacity, especialy in EAS and the
Extenson Service.



1. INTRODUCTION

1.1  Background

The am of the Agricultural Policy Reform Program (APRP) isto assst the GOE in trandforming the
agricultural economy from a centrally managed, controlled system to an open-market system with
minima governmentd intervention. In amarket system, farmers, private businessmen and consumers
collectively and individudly all ocateresources, basingther choice on knowledge of expected outcomes.
Markets are thus information driven. The more complete and accurate the information, the more
efficient will be the choices, efficient choices add up to maximizing economic welfare.

Inthis transformation, not only does the informationsystem have to be better and more comprehensive,
it mugt differ quditatively from the information system used by central planners. Where a planner
requires an inventory of resources and a set of socid targets, the individua farmer requires detailed
knowledge of his own cost structure, market prices, and expected prices. Where a planner transmits
asystem of quotas down the line to producers, based on collective estimates of needs, the individua
farmer and marketing enterprisesin a market system alocate resources among enterprises based on
mearket information.

Policy reform and transformation to a market economy require different data, more data, and better
data. In this process, the government’ srole shifts from direction and control to service to the market
economy---given that rules to regulate safety and health concerns, regulation of non-competitive
behavior, and dleviation of poverty remain vita governmenta roles. One fundamenta service must
invalvethe generationand disseminationof market informetion, sufficiently accurateand comprehensive
to insurethat individua economic choiceswill add up to greater efficiency in the use of resources and
greater consumer and producer welfare.

APRP directly and indirectly affected the agriculturd information system asit carried out its mandate
to transform the agricultural economy of Egypt. Direct technical assistance was provided to improve
specific data sets or add new data generating activities. Indirectly, the process of policy analysis
uncovered gaps in exising data and generated new datain its own right. Obvioudy, if identifying and
then verifying the need for apolicy reformwere hampered by lack of information, policy makersin the
GOE would aso be hampered in the future asthey continue monitoring and refining policies. A broad
range of data requirements was reveded by APRP activities--data required by policy makers and
private firms dike.

1.2  Objectives
The ams of the present study areto describe and andyze the impact of APRP on specific data systems,

assess improvements in the data systems, identify remaining gaps, and devel op recommendetions for
actions needed for further refinementsin the data system.



1.3  Approach
The objectives were addressed by carrying out to the following tasks:.

Describing improvements in the agricultural data system brought about by APRP interventions.
Specific, direct interventions included: assessments of data qudity; improving short-term yidd
forecasting and area estimates; establishing a systemto collect and utilize data on planting intentions
and water requirements, development of statistics for the new lands; esimating farm costs and
income; and developing a country-wide market information system. Indirect actions, which
influenceddata qudity and availability, included household surveys, monitoring, basdine sudiesand
policy impact sudies.

Describing other, non-APRP, information system improvements that relate to the overdl APRP
impact on data systems.

Andyzing the impact of dataimprovements, applying measures of qudity and availahility, assessing
the GOE’srole, and ng indtitutional progress and future requirements.

Recommending approaches to further improvements in the data system.

14  CriteriaApplied

Criteriafor judging the technica adequacy of the dataincluded: adequacy of coverage (needs of various
users versus content); accuracy (quality, error, comparability); and analytica content. Databecomes
information, that is, it is useful, if it meets the criteria of form, scope of digtribution, and timeliness.
Three dimengons of indtitutiond performance were examined injudgingtheimpact of APRP onthe data
system: 1) the degree of collaboration among GOE ingtitutions and between the GOE and donors, 2)
the structural or organizationd capacity to carry out the increesingly complex tasks of information
generdtion, and 3) the nature of information-related processes (collection, generation, and
dissemination).

15 M ethods Used

Interviews with key players and decision makers and a critica review of documents condtituted the
principa methods employed to answer the central question addressed: what was the impact of the
APRP on the agriculturd information system? Interviews covered three groups:

Senior officids in the GOE indtitutions respongble for generating data
Data users, including analysts, businessmen, and farmers

Policy makers and staff of funding agencies

APRP technicd advisors

See Annex 4 for alig of individuds interviewed.

APRP, MALR, GTZ, and GOE indtitutions produced many relevant documents, some of which were
reviewed during thisstudy. A list of documents reviewed in this assessment is attached as Annex 3.



1.6  Outlineof the Report

Chapter 2 details the activitiesof APRP towards the development of better information systems for the
agricultural sector. Other, pardld activities sponsored by other inditutions are discussed in chapter 3.
Chapter 4 assesses the impact of APRP on agricultura information systems, and the final chapter
presents the study’ s conclusions and recommendations.



2. INTERVENTIONSBY APRP

Direct interventions were of three related types. assessments of data quality and availability, technica
assstance to improve specific data sets, and technica assstance to create new data and information.
Relatedtothiswereanumber of policy benchmarksthat directly addressed data and informationissues.

But, before proceeding with the descriptive andyss, it should be noted that the scope of interventions
related to data improvement and information generation was very broad, much broader than can be
adequatdly treated in this paper. Much technica and ingtitutiona work was accomplished. Dataover
a broad spectrum for the agricultural sector are more accurate, more available, and more useful.
Beyond these technica accomplishments there is dso unmidtakable evidence of indtitutional
sugtainability. Collaboration, between the GOE and APRP, within unitsof MALR, and among donors
and MALR, was a mode meriting further analysis and future emulation. The collaboration promises
to sustain the process long after technica assistance is terminated. And, even more importantly,
farmers, traders, offidas, and policy makers al are much more acutely aware of the vaue of
informationthanthey were prior to the implementationof APRP. Thecritical andyssof certain aspects
of the five-year APRP program, asit concerns information, that emergesin the following pagesisinno
way intended to detract from this overdl picture of success.

21  Assessmentsof Data Quality and Availability

The MVE Unit conducted formd, in-depth assessmentsthat focused largely onares, yield, production,
income, and cogts a the farm level. They aso carried out two additiond assessments related to yidd
forecasting that will be discussed inchapter 4. The assessmentswerecarried out for both old landsand
new lands, as it was clear that data availability and qudity differed widely for the two regions. Data
generation, processng and dissemination were much less developed with respect to the new lands
compared to the old lands---indeed, they ill are.

With respect to the old lands (MVE, 1998, Report No. 4), three fundamental conclusions were
drawn: (1) area, yield and production data at the village level were fairly good, (2) the farther up the
aggregation chain, the less rdiable werethe dataand (3) al data other thanarea, yidd and production,
such as income, price and cost estimates, were of very low quality or were non-existent. Data
coverage and qudity for the basic measureswere good a the village level but became distorted asthey
were aggregated at thedidirict, governorate and nationd levels. Therewas some evidencethat thedata
may have been ddiberately modified at the higher levels, perhaps to show better output performance
than was actudly the case. A related conclusionisthat much good informationisavailableat thevillage
levd, but it is not properly processed and aggregated. The study recommended that this database
should be utilized much more fully, toward improving the information system at afairly low cod.

Other findings of the assessment were: (1) the time lag betweengenerationand publication of the data
was inordinately long, (2) data generated by the extension agents must be supplemented by sample
surveys and other objective methods, (3) serious gapsexist inthe basic data, especidly for farmincome



related measures such as costs, prices, input/output coefficients and wage rates, and (4) a
comprehengive training and equipping program is required &t dl levels of the sysem.

The fundamenta conclusonof the assessment of new lands data (MVE, 2000, Report No. 12) was
that dataareincompleteand serioudy biased. Information on large and important ssgmentsof thefarm
population was totaly lacking, with no coverage of squatters and no coverage of a high proportion of
large and smdl investors. The dataare biased because no satistically sound sampling techniqueswere
used. Thus, APRP, in order to carry out its mandate to measure the impact of policy reforms on key
economic indicators, in many cases conducted primary sample surveys to generate the required
information. Meanwhile, technica assistance efforts are by APRP began to build an acceptable data
generating and dissemination cgpability for the new lands that would endure beyond the tenure of the
USAID program. That effort, combined with smilar programs being carried out in the old lands,
includes objective yidd esimation, income, cost and price information, yield forecasting, and area
estimatesto be used in dlocating water suppliesin collaborationwiththe Ministry of Water Resources
and Irrigation (MWRI).

In summary, the mgjor findings of the assessment of data qudity and availability for the new lands
included: (1) lack of a precise definition of new lands, (2) poorly articulated structure of governmenta
organizetions respons ble for serving new lands farmers, (3) poor incentives for extension agents, lack
of resources and training, (4) lack of scentificaly sound methods of estimation, and (5) inadequate
processing and presentation of the data. Key recommendations of the assessment, primarily for
MALR, which are at least in part being carried out with the assstance of APRP, were: (1) include
informationonthe class of holder in the agriculturd census, (2) establish anationd sampling frame, (3)
expand the duties of the Sampling Directorate to include collection of area, yield and production cost
datain the new lands, (4) integrate data onthe Graduates programinto regular MALR data collection
and dissemination programs and (5) upgrade the skills of al personne engaged in collecting and
processing information on the new lands.

Follow-up by APRP, MALR and GTZ included the “New Lands Statistics Program”, currently
underway in salected governorates. The program aims to generate, on an annud basis, afull range of
dataon production, area, and yield, income and costs, and yield forecagting. 1n other words, through
the intervention of APRP, data of the scope and quality aready redized in the “old” lands will be
produced for the new lands.

2.2  Yidd Forecasting

Theimpact of this mgor intervention is analyzed in some detail below, inchapter 4. In this section the
program will bedescribed and reviewed ingenera terms. Theactivity hasitsrootsin the USAID Data
Collection and Analysis Project of 1984, where scientifically sound objective yield methods were
introduced and initid effortsto establishaforecasting methodology inthe MAL R were undertaken. The
current programfor early-season forecagting of yid dsfor cotton benefited fromMV E assistance in four
governorates in 1998/99. CSPP took over the cotton yield forecasting assistance in 1999 and
continues through the present.



Two broad-gauged assessments carried out by MVE, and their very specific recommendations, for
both cotton (July 2000, Report No. 13) and wheat (April 2001, Report No. 16), covered survey
methods, sample selection procedures, the timing of surveys, options for forecasting models, and
inditutiona cgpecity building. The findings and recommendations of these assessments amounted to
a true blueprint for improving (or initiating) a proper yidd forecasting system. For each crop, the
MAL Rfollowedtherecommendationsvery closely and produced technicaly rdliable forecasts. MALR
succeeded in covering 37digrictsin 11 governorates by June, 2001 (for cotton), and in improving the
whest yield forecasting processin 26 didtrictsin 13 governorates by January, 2001.

There is no doubt that technically the data generated are accurate, are produced on time and are
summarized in a ussful form.  One shortcoming is that the MALR has yet to authorize release of the
forecasts to the full range of potential users, on time, preferring to hold the data close in the hands of
top offiddsinthe government and afew people inthe private sector. Remedying this is one of the key
recommendations of the present assessment.

23  Crop AreaEstimates

Yield forecasts have their highest vaue, of course, if they arelinked to accurate estimates of the area
planted to the particular crop. To this end, and within MALR’ s overall god of improving area, yield,
and production data, MVE did a complete sudy, including a program for introducing a new,
stientificaly based methodology for esimaing area (MVE Report, forthcoming). Results are
promising. Estimation of areafor winter crops has been done, too. Sampling methods are employed
and area is directly measured using advanced measuring ingruments.  Particularly interesting is the
application of asampling methodology, interpenetrating subsamples, which promises to grestly reduce
sampling bias. A subsampleis revidted to double-check the initid field measurements.

The area estimates will increase data accuracy, asthe other direct interventions of APRP have aready.
Accuracy isimportant for any economic variable, but is doubly so for areaestimates. Yield forecasts
are usdless without accurate area estimates. The methodology being introduced to improve area
estimates can complement estimates of planting intentions; these areinturn used to project the demand
for water. Further details on the area estimation activities are given in Annex 3.

24  Gender-Disaggregated Data

Market liberdizationcould be affecting women in agriculture in ways thet it does not affect men. Land
tenurelawsmay work to the disadvantage of women relative to men. Socidly, the interface of women
farmers and traders with the market syssem may be problematic. There is some evidence that
privatization affected women more negatively than men in terms of losing employment.

Seeking to test the above propositions, and following USAID’s overall policy vis a vis women in
development, RDI carried out two gender-related studiesin 1999 (Report Nos. 51 and 75). Theam
of the benchmark recommended by the studies was to get MALR to disaggregate data by gender and
to assess the impact of liberdization and privatization on employment and incomes of women. Also,
the data should |ead to increased awareness of the need to incdludewomenin the devel opment process.
One outcome of the study was articulaion of a benchmark that required the GOE to publish and



implement a palicy that cals for the AERI and EAS to collect and analyze gender-disaggregated data.
Thiswasaccomplished. A second outcome was a benchmark requiring the GOE to establishapolicy
on Business Support Centers, with units specificdly for women in the rural economy. A total of 19
centers were established earlier, and now are increasingly focused on programming for women.

The disaggregated data will provide policy makerswithingghtsinto the impact of market liberdization
on women. Some early indicators are as follows: (1) only 5.7 % of Egyptianlandownersare women,
(2) ownership of livestock and agricultura equipment was of the same order of magnitude, withwomen
owning between 2 and 5 %, (3) women condtitute less than 50% of the tota rura population, (4) 90
% of womenare outsdethe [abor force, and (5) 63 % areilliterate. The aff of MALR isroughly 10
% women. Only 1283 extension officers are women, nationwide, a fact that probably will continue
putting women at a disadvantage concerning participation in rurd businesses, employment in the rura
areas, or farm-related income growth under the new, liberdized policy regime. One encouraging
datistic concerns women and agricultura credit through PBDAC. About 242,187 women received
an average of LE 2290 in 1998/99. This appears to be ardaivey large anount per person, athough
the number recalving credit seemsto reflect the relative number (10 %) of women in the work force.

Efforts at gender disaggregating of data should lead to refinements in women-related development
programs. For example, the Project for Women Beneficiaries in the New Lands has 75 centers in
sevengovernorates, established to provide training, extenson, medical care, and childcare units. Over
1720 women are trained per year in bread baking, hand made rugs, feed processing, chicken
hatcheries, olive processing, food processing, bee keeping and many other activities. Monitoring the
impact of these programs on rurd inhabitants requires good informationaccording to gender, which is
now becoming incressingly available.

25  Planting Intentions. Matching Supply and Demand for Water

Development of this data system was a policy benchmark and the recipient of a Sgnificant amount of
technical assstancefromthe project. RDI, EPIQ, MVE, MALR, MWRI, and CSPPwereal| engaged
in acoordinated effort to put an information system in place. The system would enable more precise
determinationof water requirementsand timdy delivery of water to water-users. Water dlocation was
ardativdy amplematter whenthe GOE di ctated the cropping pattern---water was provided according
to a detalled cropping plan. With the gradud liberadization of the sector over the last decade or so,
farmersare now freeto plant whatever they wish. Hence, thereisaneed to estimate planting intentions
at least two weeks prior to the time water is actudly required. About 15 days eapses from the time
water is released a the High Dam until it reaches the lagt irrigation command areain the Delta

The program, which basicdly attempts to estimate planting intentions, was originaly carried out on a
pilot basisinfive water command digtrictsinthree governorates. Beni Suef, Behera, and Sharkaya (RDI

and EPIQ)(EPIQ 2000, Report No. 33). This was followed by an MVE study (MVE 2002,

forthcoming) to improve the precision of area estimates. Thus, all three units complemented one
another in the overall effort to improve estimates of the demand for water. CSPP worked with these
APRP units quite dosdy and intends to play a mgor role in the future. The pilot program was
expanded to include all water didrictsin these governorates, and eleven new governorates are being
added thisyear, for agrand total of 64 Didricts. Dataa so must be collected during the growing season



to reflect the changingwater requirementswhenfertilizer is applied, different stages of plant growth, and
at harvest time. MALR extension agents collect datafrom farmers representing the basic irrigation unit
(hod). Irrigation digtrict offices aggregete the information to the branch cand leve, and from that data
the governorate statistical offices develop area maps that are forwarded to the nationd level.

Computers and modeling programs are used at the governorate leve to estimate water requirements,
based on the estimated planting intentions. The effort requires ahigh degree of technica sophidtication
and cross-indtitutiona coordinationand management. Extension agentsand MRWI “guides’ dl require
basic training in methods of enumeration and data handling; according to many seasoned observers,
they should continue to be givenfinancid incentivesto ensure careful implementationof this added task.
Computers for the digtrict level were requested and are being ddlivered, enabling rapid processing of
the raw data a the didrict leve in the future.

At the rate the sysem is developing, it will take severa yearsto cover the whole country, induding the
new lands. Thismay beowingtotraditionaly difficult ingtitutiona coordination problemsthat have often
occurred betweenthe two ministries. One can only observethat Egypt may not haveyears. At present
thereisawater surplus so misallocation of these abundant supplies perhapsinvolvesminima lossto the
economy. However, theinevitablewater scarcity Situation, such asoccurred inthemid- tolate-1980's,
could dragtically change this picture. Water scarcity, epecidly at the tail ends of cands, could result
in serious economic losses if a complete system for measuring planting intentions and the related
demand for water is not in place before the event.

Both technica and inditutiona issues remain to be resolved before this critical information generating
activity that isnow nationd policy will be able to efficently alocate water among competing regions and
crops. The semina document reporting progress onthe benchmark guiding this effort (Tranche IV, C
1) is Report #33 of EPIQ. It reports that the pilot was a success, being completed as scheduled, is
enjoying excdlent cooperation among al levels of the two minigtriess MALR and MWRI, and clearly
improving the efficiency of water ddiveryto the digtrictsinvolved. It aso reported someissues, largely
inditutiona and politica, that came to light during implementation of the pilot. The main issue, il
unresolved at the top of each minidry, is MALR's ingstence that data should go to high-leve
governorate offices to be refined prior to being forwarded to the responsble MWRI didtrict office.
RDI , through its workshop activities, expressed strong disagreement with this policy, citing problems
inmaintaining the critica timeline and, more importantly, the probakility that error could be introduced
during the process of refining the data. Responsible managers and ther advisors are to address this
issuein Phase 11, the development of the “Nationd Water Allocation Policy.”

Another issue, perhaps more problematic in a politica sense, isthe need to deal with illega rice area
and the tendency for MALR extensionagents not to report morethanthe “legd” acreage. The obvious
implications for error in measurement of water requirements make top-level resolutionof the problem
of highest priority. Indeed, the whole issue of riceand water policy was highlighted by APRP sefforts
to estimate demand for water, joining other policy issuesaffectingriceproduction, induding the defacto
subgdizationof water usefor rice, tariff protectionagaing rice imports, and the impact of these policies
on agricultural resource dlocation in generd.



GTZ, according to itsproject proposal for 2001 through 2006, is planningamajor programto improve
water use eficiency, which will include activities in forecasting water demand. It gppears that the
initiaive, begun by APRP, isviewed as having a high priority by the GOE and technica assistance will
continue under GTZ.

2.6 Farm Income Data

Following about threeyears of effort, primarily by RDI (1999, Report No. 89), this vita information-
generating effort now covers 15 governorates, more than hdf of the country, and dmogt dl of the main
agricultura governorates. Theactivity wasinitidly agreed to under aTranchelV benchmark. Cost and
income data are much more difficult to collect than area, yield, and production data, as input/output
coefficients, input prices, product prices, wage rates, and capital costs mug dl be estimated. Extension
agentsmust be trained to administer acomplex questionnaire, and trained economistsand Satisticians
at the national and governorate levels must back them. This processis progressing well, but perhaps
should be accelerated, given the importance of the information to decision meking at virtudly every
leve.

Thisactivity appearsto be technicaly and inditutionally sound. However, there appear to betwo major
problems. No attempt has been made to extend the results of the surveys back to the farmers and the
data have only been published and distributed to afew officids. MALR should be urged do provide
extenson materidsin those governorates that are aready being covered by the farm income surveys.
Likewise, publishing data for covered governorates will provide analysts with the raw materia for
andyss and may in fact hdp improve the collection process itsdlf, as andysts may discover gaps or
inconsistencies that can be corrected in future efforts. Gapsin coverage identified so far arefalure to
indude specidized farms (livestock), lack of price information, and lack of current sales data. The
Ministry of Supply and Home Trade collects some price data, but it is not clear how comprehensve
it might be and whether it is readily available. Also, the wholesae price data appear to have been
averaged in some way, making it difficult to gpply andyss, as the aggregation method is not clearly
reported in the documentation.

It should be noted here, and it will be discussed in the next section, that price information emerges as
the most serious gap in market information. Farm level prices and local market prices are vitd for
farmersfor making planting and marketing decisons, for local traders, regiond traders, exporters, and
processors. Officid “support” prices and other interventions il interfere with markets for many
important crops, induding wheat, cotton, rice and maize, so one might be tempted to suppose that
collection of market pricesis not auseful enterprise. However, some scope exists for prices to vary
from officia prices and the markets are gradualy becoming free fromsuch interventions. In the future
MALR should make every effort to ingdl a system for collecting and disseminating price information
to farmers and traders.



2.7 Market I nformation

A comprehensive assessment of market informationavailabilityand needswascarried out in1997(RD,
Report No. 23) in response to three policy benchmarks, one requiring the assessment and the other
two requiring that the GOE initiate a market information system for mgjor agricultura inputs and
outputs. The latter benchmarks (I F.2 and Il A.8), specifiedthat MARL would cregte afull range of
domegtic and internationd information for these crops and inputs, including internationa prices,
domestic prices, and related economic data. The benchmarks were reported as accomplished in the
MVE Benchmark Verification Reports for Tranches No. | and II.

The current review of the status onprogresstoward developing amarket informationservice reveaed
that the market information system is not functioning properly at the present time. The Stuation and
outlook efforts of the MALR, designed to disseminate world price and trade informetion for cotton,
whest, rice, and fertilizer, collect such data from the internet and publishreportsweekly and quarterly,
but they apparently have not done so on aregular basis during the past two years. Specid, periodic
gtuation reports are il published, but not regularly.

More importantly, the outlook reports do not contain information on domestic prices and trade, and
the reports are not properly “ packaged” for use by extension agents and farmers. Proper packaging
would involve andlytica content, appropriately smplified tabular materid, and examplesfrommarkets
that are familiar to the average farmer in a particular region. Larger, more sophisticated traders and
processors presumably can makegood useof thereportsas currently designed, but farmersand smdler
traders would not find them very useful.

The assessment of market information indicated that two USAID-sponsored market information
programs, both focused on fruits and vegetables, were highly successful and were providing regular
reports to farmers, traders and exporters. These programs arethe Market Information Project (MIP)
and the Agricultura Technology Utilizationand Transfer project (ATUT). Theseare described below
in chapter 3.

CSPP also carried out anassessment of market news requirements for cotton in 1997, in preparation
for carrying out a pilot cotton market informationproject a the governorate level. They had origindly
postulated that weekly market news on prices and sales should be collected and disseminated to
farmers. Following the fidld assessment, however, they concluded that suchweekly reportswere best
provided to MALR andysts for monitoring progress in liberaizing the cotton sector, and that only
quarterly news would be necessary for use by farmers. The content of the latter was proposed to
include:

. Before planting: floor prices, international prices, recommended varieties, seed sources, area
controls, and fertilizer sources.

. Before harvest: Will markets be free? Will there be private traders? Are prices fixed? Other
marketing rules.

. During the marketing season: Level and trend in internationd prices. Trendsin nationa saes.

Location of traders. Prices and sdes differentids by governorate. Tota production.
Conversion of $/Lb. Into LE/seed kantar.
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Thus, GTZ, withhelp from APRP, implemented amarket news service confined to providing quarterly
data on internationa trends and prices, nationd production, market rules and the like.

However, as noted in chapter 4, below, the role of prices isbound to be sgnificant once the market
is completdly liberated, so the arguments againg collecting weekly price information may evaporate.
It would seem that aformd system of market news, involving weekly priceand sales reports for both
domestic and internationa markets, would have a high benefit/cost ratio inafully liberdized agriculturd
sector. Itisdoubtful that the so-caled informal , word-of-mouth information system would suffice, given
the inevitably increesing voldility and complexity of market price behavior as the process of
liberdization of the agricultura sector matures.

No atemptsweremadeto collect and disseminate weekly domestic price and quantity datato farmers,
nor were suchreports provided to anaysts and decison makers. Implicit in thisjoint decisonwasthe
assumptionthat domestic market priceswould have little meaning, asthe floor price became the “fixed”
price. Furthermore, the GTZ concluded that, in any case, the informa market news system, centered
on the cooperatives, seemed to be providing market news sufficient for the farmers needs.

As with cotton, situation and outlook reports are issued by MALR for wheat, maize, rice, and other
cropsand livestock products. APRP provided sometechnical assistanceto thiseffort. However, they
contain only internationa data obtained directly fromthe internet and are published without any attempt
to analyze the data or draw inferencesto the Egyptian Situation. No domestic prices, saes, or stocks
data are published for these crops. MALR does not collect such data a the present time. These
reportsare not packaged inaway that would be useful to farmers, traders, processors, and extension
agents.

Findly, the RDI market information heeds assessment of 1997 strongly urged collection of domestic
market price data and distributing it on aweekly bassto farmers and traders. The recommendation
was incorporated into a policy benchmark for Tranche I1. The recommendation is judged by this
reviewer as being gill outstanding, asinitid efforts seem to have gradualy been abandoned, with little
or no progress having been made toward establishing a comprehensive domestic market news system,
even for the basic crops.

2.8 Cotton Market Information

The information system for cotton is perhaps the most developed of any fidd crop, with respect to
breadth of coverage. Combined technica assstanceeffortsof APRP (RDI_2001, Report Nos. 40 and
131) and GTZ (CSPP, 1997, and 2000), working directly with ALCOTEXA and CATGO, devel oped
and disseminated weekly reports on international markets that were comprehensve and timely.
However, the reportsare only available to ALCOTEXA members (27 exporters) and alist of another
50 or so officids and policy makers. No domestic priceinformationiscollected. In1997, MALR, as
reported above, withthe hdp of GTZ, initiated a survey of prices received by producers, but the effort
was terminated because the officid floor price became afixed, celling price and no tradeswere made
a other than officid prices.
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The stuation may change for the current, 2001/02 marketing season, as there will be over 4000 saes
“rings’, many of whichwill be set up by private traders, and the floor price may beequal to, or dightly
below the world price. The latter phenomenon owesin part to the recent deva uation of the Egyptian
pound. Thus, prices should vary much more over time, and among types and grades, varying certainly
more than the margins currently fixed by ALCOTEXA. This suggests that reviva of the domestic
market and price survey for cotton may be timely. Thedready functioning Situation and outl ook reports
of MALR and the ALCOTEXA report oninternationa marketscould beexpanded toindudedomestic
price and sdes information, to the benefit particularly of farmers, smdler traders and processors. One
important development that owes in part to the efforts of APRP is that the export price informetion,
distribued by ALCOTEXA, reflects free market forces more than in the past, and is much more
trangparent than it had been in the past. Public awareness of the weekly export price report has
heightened, in part due to the efforts of RDI, despite the fact that the report is only distributed to about
27 membersand to selected officids. The report is comprehensive, containing detailed prices by type
and grade, commitments, shipments, and supply and demand data.

One mgor Alexandria busnessmen and fruit and vegetable exporter, when asked if market news
produced by MALR was usgful to him, replied: “It is of no benefit & dl”. The MALR stuation and
outlook reports, based on data taken from the Internet, gpparently do not add anything to the
information dready avalable in the ALCOTEXA reports. Thislarge fruit and vegetable grower and
exporter had high praisefor the qudity, timeliness and usefulness of the market information generated
by ATUT.

A large cotton exporter observed that domestic market price information is useless because the price
to farmersisfixed (floor price), the price to spinnersisfixed and the government can interfere with the
export price a any time. There is some hope, however, thet this Stuationwill improve this marketing
Season as more private traders are expected to establish “rings’ and the floor priceis expected to be
somewhat below world prices, at least for some grades and types of cotton.

CATGO, a semi-autonomous government organization, supervised by the MSHT, issues a weekly
newdetter containing mostly technica information and some economic informationfor cotton. About
70, high-level people in both the private and public sectors receive the newdetter. Data are very
detailed, including exports by grade and type, prices, HV| test results, pressing statistics, volume and
location by grade, internationa trends, and awiderange of historica data. No domestic pricedataare
included. APRP isasssing CATGO in perfecting its dynamic webste, which will surdly improve the
efficency of processing and disseminating this highly vauable information.

29 IFPRI Household Survey

Thissurvey, the primary purpose of whichwas to help develop food security policies, was also judged
to be very ussful as a producer baseline againgt which to measure changes in economic indicators
brought about by policy reforms generdly (MVE, imp. ass. report no. 8, 1999). Statistics on the
cropping pattern, income and expenditures, yields, production, market sales and input/output
relationships will indeed serve as an excdlent basdine. In particular, labor use, technology change,
household expenditures, capital assets and crop yields were measured in great detall and should be
measured again in afollow-up survey at the end of the project.
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The MVE assessment of the survey data, however, concluded that the data were not suitable for
estimating supply and demand dadticity. Other data would have to be developed for this purposein
order to measure farmer response to price changes under the liberdized market regime.

In more generd terms, this scientificaly designed household survey, covering much detall on rlevant
economic variables, and representing agriculture and rura economic activity acrossthe entire country,
will serve as agold mine of information for analysts and policy makersasthey continue their effortsto
identify policy issues and to measure the costs and benefits of policy reforms.

210 APRP Assessmentsand Special Policy Studies

Most of these assessments and special studies required generating primary data through specia surveys
and gructured interviews, aslittle informationin published formabout the agricultura sector wasreadily
available. Basdine studies were designed to identify policy barriers to economic efficiency and to
provide current measures of industry structure, conduct, and performance, against which to gauge the
impact of policy reforms carried out under APRP. Thebasdlinestudies(al carried out by MVE) were
for rice(Report No. 3), wheat (Report No. 6), cotton (Report No. 5) and fertilizer (Report No. 2).
The rice basgline study was updated in 2000 (MVE Report No. 10).

Structural measures included the number of firms; the importance of the private sector; market shares
in processing and trade; the role of government enterprises; and policy barriers to free and open
competition. Conduct variablesincluded the degree of competition, technica efficiency, ease of entry,
the behavior of public enterprises, and trendsinexport shares. Performance measuresincluded market
efficency and internationa competitiveness. A full range of agricultura policy issues were addressed.

The Producer Survey (MVE, March 1998, Report No. 6) was another action that generated useful
basdine information againgt which to judge the impact of policy reforms. The study was somewhat
limited in coverage, however, addressing only nine policy benchmarks that were directly related to
producers. The study included 181 questionnaires, administered in eight governorates. The main
findings of the study were: changes in the cropping pattern between 1995/6 and 1996/7, the first year
covered by the APRP benchmarks, were precisely measured; factors effecting farmers’ decisons were
revealed; sources of advice on the cropping pattern were determined; the frequency of use of new
culturd practices, including use of de-linted cotton seeds and pest control, was measured; and fertilizer
availability and prices were determined. Among the responses relevant to the information system,
farmers observed that technica information provided by extenson agents was of limited vaue. They
stated that what they redly needed more was market information and informetion on the rdative
profitability of crops. Other useful information generated by the survey included the pattern of rice
marketing, farmer attitudes toward water conservation, and problems with respect to fertilizer
purchases.

These and others of the many specid studies carried out by the project not only provided information
on the impact of current policy changes, they will continue to provide basic information required to
further andyze the performance of the agricultura sector. Identifying new policy bottlenecks, adjusting
policy implementation to the test of redity inthe field, and providing more efficient servicesto farmers
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and other private sector entities will al be done more precisdy with the availability of the APRP-
produced information.
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3. PARALLEL INFORMATION GENERATING ACTIVITIES

3.1  Analytical Unitin MALR

Evenif basic agriculturd data, including domestic price and marketing data wereto be collected, were
accurate, comprehensive, and useable, there would dill remain the problem of data processing and
andyss. Anandytica unit wasset up by MALR/EASIn 1998 (asabenchmark of tranch 11 of APRP):
The Agriculturd Policy Andysis Unit (APAU). The APAU wasprovided technical assstanceby GTZ,
whose assistance was largdy confined to the cotton sub sector. The Unit produced some reports,
indudinganannual bulletincontaininga comprehensive set of cotton-related domestic data (production,
marketing and ginning) and internationd data. They have aso published income and cost data for the
nine governorates (Gharbia, Sharkia, Ismailia, North Sinai, Assuit, Sohag, Qena, Luxor, and Aswan)
currently included in the RDI-sponsored surveys, dthough there was no attempt to andyze the data or
to develop extenson materids. GTZ continues to provide some technica assistance for the unit.

Review of the andytica work done thus far by this unit reveded that only rudimentary methods and
conceptsare being employed. Increasing thetechnica cgpakility of the unit should have ahigh priority.

The price, income and cost data generated by MALR in semi-annud surveys, combined with market
informationthat could be generated by amarket news systemfor local markets, would forma powerful
data base for producing market news and extension materids for direct dissemination to farmers. A
strengthened, upstream andyticad unit could do the necessary andyses and produce materids for
extenson agents. To complete the development of the system, extension agents, statisticians, and
economigts dl need technicd training and need to be organized and managed to build the complete
collection, analyss, processing, and dissemination syssem. This will take time and will require a
subgtantid increase in outside technical assistance.

Meanwhile, MALR should initiate, asthey agreed to doin the Tranche Il benchmark, a market price
and sdes data collection program for al mgor fidd crops: cotton, whest, rice, maze and sdected
agriculturd inputs. This effort should focus on the mgor regiond markets and should be carried out
weekly. Extension agents, following the example of the MIP experience for fruits and vegetables, can
be trained in a standardized system of collection, processing and dissemination through the mediaon
aweekly basis.

MALR should aso begin training and organizing the APAU to systematicaly build up its capacity to
andyze market information and to produce farmer-friendly reports. The andyticd materids can be
added to the badic pricereporting effort, gradudly asit is developed. One of the future, critica tasks
of this Unit should beto devel op rdaively smple anadyses of relative costs and returns by crop and to
develop materids for didribution to extenson agents. Using such materias, extension agents could
carry out workshops a critica times during the year (harvest and planting time) to heighten farmer’s
decison-making ability a these critica decision points.

15



APAU reports include income and cost data, Situation and outlook reports and specia studies. The
reports tend to be amply tabular presentations of data, with little or no andyticd content. The
shortcomings of the Stuationand outlook reports are discussed in the section onmarket news. Under
the Decree forming the unit, its mandate was clearly to provide economic analysis of current policies
and to andyze the potential impact of proposed policy reforms. In practice, however, virtualy no
andyss is bang done. If it is, it is not made available to the public. In any casg, it is usudly of
questionable quaity. One reason for thisis the lack of appropriate training ineconomicsand datistics
and the generd lack of research experience. Another problem may be a budgetary congtraint.

RDI and MVE should make every effort, during the remaning few months of the APRP project, to
engage saff of APAU incarrying out dudies. They should formally includethese analystsinfieldwork
and in andyss. Working dongsde the locd and expatriate experts in the project will sharpen their
andyticd skillsand hep them to gain confidence in their capability in economic andyss. Inthelonger
view, USAID should consider devel oping aforma inditution-buildingtechnica ass stanceproject amed
at drengthening thisandytica unit, in the interest of sugtaining policy reforms and their implementation
into the future.

3.2 Marketing Extension Department

MALR, in 2000, organized this department to produce marketing informationfor farmers. Most of its
daffhave the equivdent of a master’s degree. It is a new department insde the Extension Services
Sector with a new mandate, but has already established a track record, primarily in rice market
information. They have established 164 extensoncentersthat are devoted to carrying productionand
marketing information to farmers, primarily through a series of fidd days. It is apparent that the
activities of this department, linked to improved economic andysis in APAU, could be a powerful
ingtitution for generating and disseminating market news.

3.3  Marketing Information Project (MIP)

The MIP, origindly financed by USAID and implemented by ACDI/V OCA, collects priceinformation
from four wholesde markets for fruits and vegetables and disseminates the information daily. It
continuesuntil now under MALR funding and management. Reportsare distributed daily to themedia,
providing farmers and traders withvauable information. No market analysisiscarried out. Pricesare
simply reported widdy through the media, usng standard methods for collecting, processng and
tabulating the data. MALR will continue to support the activity, and perhaps use it as a modd for
expanding domestic market price reporting to other important crops and livestock.

3.5 Agricultural Technology Utilization and Transfer (ATUT)

This USAID-funded project collects and analyzes data for fruits and vegetables for target export
marketsin the EU and lsawhere. It carries out highly sophisticated market andysis and distributes
resultsdirectly to their list of exporting producers, most of whomare mediumto large, desert growers.
Reportsare quite narrowly limited to the members of the HEIA group and containvery little information
on domegtic prices and markets. There is no formd linkage between the MIP project and ATUT,
despite the obvious complementarities, and apparently there is no plan to better link these programsin
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the interests of serving a wider farm population. There should be a link between the projects, but
nothing has been donein thisregard.

3.6  Agricultural Census, New Lands

APRP, through early work by MVE, had a substantial impact on the agriculturd census of the year
2000. Among the improvementsintroduced were: adding new landsto the national censusfor thefirst
time, improving the design of the questionnaires, decentrdizing the process by enhancing the capability
of governorates and districtsto collect and processthe data, and shortening the time required to publish
the census, from 5-6 yearsin the padt, to less than a year now.

3.7 Publication of Production Data

MALR improved the format of the semi-annua publication, “Agricultural Statistics,” increased data
coverage, and shortened the time required to release the datafromover ayear to lessthan 9x months.
APRP experts asssted MALR in this process on an informd, as requested basis. Didtribution of the
publication is dill too restrictive, with fewer than 600 copies distributed. Coverage could easily be
expanded by cutting publishing costs, for example, by printing it in black and white instead of usng
multiple colors. MALR aso makesthe ares, yield, and production data available on awebsite.

38 DT2
Withassistance from the DT2 centra training project, MALR daff weretrained inyidd forecasting for

atruscrops. Thisactivity followed the successful program of crop yield forecasting in cotton and wheet
garted by the MVE Unit and aso assisted by GTZ.
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4. IMPACT OF FOUR APRP ACTIVITIESON THE AGRICULTURAL
INFORMATION SYSTEM

Four APRP interventions, which were carried out with the explicit purpose of developing agricultura
information, are anadyzed in this section and the overal impact of improved data on policy andyss and
economic performance in the sector is addressed. The four specific interventions were:

. Farm income data

. Forecasting yields

. Crop planting intentions (area estimates) for forecasting water requirements
. Market news

These activitieswere chosenfor morein-depthtrestment concerning their impact because the data sets
are critica to the proper functioning of a free-market agricultura economy, and APRP invested
ggnificant resources to developing the information. Criteria applied in judging the degree of success
achieved in each of the interventions include:

1 Technica
Coverage
Accuracy
Andyticd content

2. Usefulness to end-usars

Form
Avallability/Scope of distribution

3. Inditutiond capacity

Collaboration
Structure
Processes

4.1 Farm Income Data

Thisinformationareawas the biggest gap inthe officdd MALR gtatistics, and closing the gap was of the
highest priority in terms of gpplying APRP resources. Beginning with a pilot effort in three digtrictsin
two governorates (RDI, 1999, Report No. 89), the activity, with the full policy backing of the GOE,
will be expanded to 15 governorates (induding much of the new lands) during the 2001/02 crop
Season.

The benefits of generating farm income data are obvious. Farmers, in aliberd agriculturd economy,
being free to cultivate what they would, must understand the relative profitability of dternative farm
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enterprises, and act accordingly. Hence, current price/cost informetion, especidly at harvest timeand
just prior to planting season, is an essentid ingredient of the farmer’ s decison matrix. Moreover, the
farmer isnormaly not fully capable of andyzing his or her overall budgetary Situationfroman economic
perspective, dthough most farmers, even the amdles, routingly caculate their own financiad status.
Help from MALR expertsin interpreting costs and returns data, and extending the results in usegble
form back to the farmers therefore should have a high priority.

To thisend, one of the APRP-sponsored actions was anintensve training workshop inpreparationfor
the data gathering campaignin Dakahlia, carried out this September. The program of training covered
the four pillars of the MALR/EAS data improvement program: (1) use of sampling rather than
subjective observation by extension personnd, (2) objective yield estimates, (3) pre-harvest yield
forecadting, and (4) estimating farm income and costs. MALR, withtechnical assstance from APRP
is systematicaly developing the technica and ingtitutiona capacity required.

During the workshop, boththe EAS Director, and the RDI Chief of Party and the MV E representative
underlined the importanceof comprehensive, accurateinformation. They likenedinformation asaninput
into farm production just asimportant asfertilizer, new seeds, or labor. Another notable observation
concerning the workshop was the obvioudy close technica and manageria coordination among
headquarters g&ff (the Sampling Unit of EAS), governorate statistics units, and the technica advisors.
There was a high level of enthusasm for the new sampling methodology, thorough technica and
manageria guidance from headquarters, and an easy, productive advisory role for The APRP team.

A sysematic andlyss of the income and cost generating activity is summarized in Table 1. Several
conclusions can be drawn in terms of the three criteria used to judge the impact of APRP.

First, income and cost datawill now be available for 15 governorates, where no accurate information
was collected before. The new data is of excdlent quality, being based on a scientifically designed
sample and processed withthe most advanced methods of data handling available. The basic dataare
accurate and unbiased.

Second, the data are available to decision makers and policy andysts. Unfortunatdy, no sysemisin
place to feed the informationback to private decisonmakers, the farmers, traders and other marketing
agents, through the extensgon system.

Third, income and cost estimates, and gross returns by crop enterprise and crop rotation, are certain
to be very hdpful to both farmers and policy makers, and will increase the efficiency of resource
dlocation in agriculture under the liberdized market system.

Fourth, the indtitutiond capacity for collecting and processing the informetion is in place from farm
(village) to didrict to governorate to the nationd level. Within ayear or two al governorates will be
covered and useable nationd gatistics on income and costs will be readily available for use by policy
makers and researchers. Theingdtitutiona arrangements for producing the data are in place.

Fifth, the new system collects information on asset values, providing a much needed new dimension
to information for use by policy anadyds.
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Three gaps remain in the ingtitutional structure: (1) capacity to analyze the data to produce policy
recommendations, (2) a digtribution system that would make the data avalable to a wider range of
users, induding privatetraders, universityresearchersand government officias, and make the data user-
friendly, such asthrough a website or on CD ROM. Hard copy distribution to only about 600 users
after adday of at least Sx monthsis not avery highleve of performance. (3) Thereis no capacity to
provide ussful information on costs and returns to the farmers themsdves, who under the liberdized
market economy are the key decison makers. Thiswould require developing atraining program for
extenson agents, activating the APAU unit of EAS, strengthening the Marketing Extenson Unit, and
forging links among these entities.

Policy makersa so have avitd need for suchdatato monitor the impact of liberaization of markets on
the welfare of farmers, to detect the existence of non-competitive conditions in Egyptian agriculture,
propose technical and economic remedies for such situations, and provide sound advice to farmers.
Andysis of thisimportant database by MALR/EAS has been dow in developing, ostensibly because
the data are ill incomplete in terms of geographic coverage. Thereis, however, no clear reason to
delay such andyds. Good economic information that would assist policy makers can surely be
generated using the data already available for 15 of the 26 governorates. Thisinformation will become
even more vauable when atime series of suchdataisavalladle for dl mgor agriculturd governorates.
As 26 is recommended below, use of the data for economic extension packages, to be delivered to
farmers, should recalve immediate priority by MALR and APRP. Farmers need data showing the
geographic and tempord variance in costs and returns, not Smply one “cost of production” or one
“farm income.”
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Table 4-1: APRP’ sImpact on Farm Income Data

Criteria Impact
Technicd: Income and cost data are now available for 15
- Coverage governorates.
- Accuracy Data are of the highest possible qudity, being

based on scientificaly sound methods.

- Andytica Content In addition to costs of production, MALR now
collects data on asset vaues, gross revenue,
and generates budget andyses. Andyticd

capacity is Htill wesk.
Usefulness to end-users: Data are avalable to officids and andydts.
- Avallability MALR, with asmal additiond effort, could

extend the results back to farmers.

- Form Is maintained up the line and comparability is
assured over space and time. However, data
are not avalable in aform usable by farmers.

Indtitutional capecity: Ingtitutional capacity for data collection is

- Collaboration adeguate.

- Structure Units of MALR at different levals work well
together.

. Process The process for collecting data us accepted,
but the process for disseminating dataiis
inadequate.

4.2  Yidd Forecasting

Within-season yidd forecasts have been added to the data generation capability of the MALR/EAS
through APRP activitiesfor cotton and wheat (MVE 2000, Report No. 13 and MVE 2001, Report
No. 16). Yidd etimates, per se, for the full range of crops, have been made scientificaly through
application of crop cutting techniques and sampling methods since 1955. 1t should be noted that both
subjective estimates by extens onagents and estimates based on sampling methodology continue to be
carried out. The results from both efforts are reported to nationa headquarters, at which point high-
leve officids make a judgment asto which esimate is the most accurate. Obvioudy, thisdud system
iscostly and contributes to confusion about the officid yield estimates. A decison should be madeto
adopt the sampling estimates, with appropriate effort to minimize sampling error and non-sampling
error, and grestly reduce the amount of resources devoted to the subjective yidd estimates carried out
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by the extenson agents. If thiswould not be paliticaly feasible, then extenson agents should receive
more training in how to make objective yield estimates. It gppears to be an unnecessary and costly
duplication, and in any case, aswill be discussed later in this report, extenson agents should turnther
energies to tranamitting economic information to the farmers.

Yidd forecasts, as with the other mgor data generaing activities, were improved under the APRP
project (Table 2), insofar as collection, processing, and handling is concerned. Good data, inatimdy
manner, travel up the line from farm to nationa decison maker. However, the datado not travel back
down to the farmer and trader in aform and with a mode useful to farmer decisions. Farmers might
make some use of yield forecasts for making late season adjustments in practices, but at the leest the
association of yied with certain cultivation practicesshould, as reveded in the forecasting procedure,
provide useful information for extenson materids. Traders and processors, and a thistime agencies
like GASC, can develop their buying strategies more precisaly with such forecadts.

Timdy forecasts have the potential to benefit traders and policy makers by fadilitating early planning of
processi ng capacity needs, projections of import requirements and export possibilities, ginning capacity
estimates, releases fromstorage, and geographical estimates of supplies. Thefarmersthemsavesmight
be better able to anticipate harvest and marketing strategies, and information of a technica nature,
generated during the sampling process, could potentidly form the basis for enhanced extension
packages.

The recommendations of the data assessments, especidly the assessments of wheat and cotton yield
forecadting, technical assistance by MVE garting in 1999, and continued by CSPP through the present
for cotton, and MALR’s adoption of many of these technica improvements, succeeded in making
important adjustmentsin bothyidd forecastingmethodsand, incidentaly, inyidd estimating procedures,
per se. The recommendations were:

1 Integrating crop cutting (objective yidd measures) and forecasting techniques, thereby
improving the religbility of both,

2. Adopting sampling as the method of preference, replacing subjective estimates based on
observations by extension agents,

3. Ingdling forecasting procedures for wheat, where they had not existed prior to the APRP
intervention,

4, Streamlining the use of crop cutting in making yield estimates, with yield forecasting
methodology leading to areduction in the Sze of sample used to generatefind yidd estimates,

5. Shifting the timing of forecast-yield estimatesto gpproximatdy one-monthearlier thanhad been
the procedure prior to MVE' sinvolvement,

6. Sgnificantly advancing the timing of the release of yidd estimates, from severd months after
harvest, to two or three months prior to harvest, adding much value to yied estimates,
especidly from the point of view of policy makers and private businessmen, and,

7. Stimulating arapid geographic expangon of cotton yield forecasting.

This program is an excdlent example of successful donor coordination and delivery of technical

assistanceto the fidd ina scientificaly sound and collaborative mode. APRP, GTZ, and MALR have
been cooperating successfully for severa years and have managed to create a service that produces

22



accurate and timdy information useful to MALR policy makers, traders, and the donors themselves.
The process was apparently ingtitutiondized to the point where outsde assstance will soon no longer
be necessary. APRP s continued involvement, induding providing training of enumerators, modelers,
and samplers, is hdping improve gatistics in agriculture across the board, not only in the ingtance of
yield forecadting.

Through APRP sintervention, and following onwithresources coming out of another USAID project,
DT2, trandfer of technicd and indtitutional know-how continues a a sustainable level. Forecasting of
citrus yidds is recaiving a boost from the combined efforts of APRP and DT2, beginning with the
current crop cycle.

Unfortunatdy, it isevident that distribution of the forecast resultsredly endswithafew, high-level GOE
offidds and some of the larger enterprises. No effective means for wider distribution have been
proposed asyet. Yiddsand yield forecasts would, in short, be a useful addition to market news and
extensonmaterids. Currently, the ingtitutiona structure for producing the data appearsto befirmly in
place, but data distribution systems are rudimentary at best, or lacking entirdly.
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Table4-2: APRP’ Impact on Yield Forecasting Activities

Criteria Impact

Technicd: Within-season yield forecasts were added for

- Coverage cotton and whest, now cover the entire
courtry.

- Accuracy MALR improved the cdlibration of the
estimating modd s, introduced a manud to
improve congstency, and now apply accurate
datain making the yield forecas.

- Andytica Content Accurate field measurements are entered into
the model, and yidld forecasts are thus
improved.

Ingtitutional Capecity: The process has been indtitutionalized, but
some training will till be necessary to susain

- Structure the new approach.

- Process Data are collected on time; there istimely
execution of tasks and timely dissemination of
results.

- Collaboration Thereis now better coordination from field to

forecast, and good vertical coordination among
MALR units.

The activity is an excdlent example of
successful donor coordination.

Usefulnessto End Users,

Good datatravel up theingditutiond chain from
farm to nationd-level decison makers.

- Form and However, the data are not readily available to
- Availability traders or farmers.
- Scope of Digribution There could bea powerful impact on pre-

harvest planning for imports, exports and
procurement planning, if the scope of
distribution were to be increased.
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4.3  Planting Intentions Estimatesfor Forecasting Water Requirements

This effort involves close coordination between MALR and MWRI and three dements of the APRP
project, MVE, RDI and EPIQ. MVE's involvement conssted of its activities in improving area
estimates, which indirectly are expected to support estimates of planting intentions. GTZ will begin
collaborating with the program this year, and will be providing further technica assstance under its
upcoming new project. It has completed an initid, pilot phase and is moving at a ddliberate pace
toward the god of covering dl governorates. Technicdly, dl sampling and modding requirements are
in place. However, expangon into more governorates is gpparently straining the systemat the “Hod”
levd. Supervison and training of numerators will require even better cooperation between the two
minidries to succeed, once dl irrigation command areas are covered in the next several years.
Indtitutiond arrangementswill be stretched to their limits because, not only are areaestimatesrequired
at thetime of planting, but water requirements need to be estimated for different seasons and stages of
crop growth. The samples and modeling estimates mugt be timdy, and water requirements must be
estimated, approved and acted upon rapidly, in order to meet the 15-day time requirement for water
releases to reach end candsin the Delta

The necessity for re-estimating water requirements during the growing season as various culturd
practices and stages of plant growthunfold requiresthat the MALR extenson agents and their MWRI
counterparts (guides) be in a “rapid reconnaissance’” mode throughout the crop season and that they
are fully, technically capable of accurately collecting the basic areadata, whichislater used by MWRI
for judging crop water requirements. There is some preiminary evidence that such precison and time
sengtivity istaxing field personnd, perhaps requiring more training, more and closer supervision, and
abetter systemof incentivesto simulatefidd agentsto accept this added, more demanding work load.

The system for forecasting water requirementsiis a critical ement in support of the newly liberdized
agricultura sector. Farmerscan now grow what they want, how they want, and evento adegree, when
they want, putting a strain on the system of water dlocation that was based on officia cropping plans
and water alocation formulas developed over many years. Again, the week link in the system, the
technica and managerid capability of the fidd agent, may bethe ability to obtain precise area estimates,
on time, which would dlow the MWRI to accurately forecast water requirements throughout the
season.

Careful attentionand further in-depth assessment of the Stuation would seem to be prudent, given the
vitd role of water requirement forecasting under the new, liberalizedregime. A comprehensiveprogram
of continued technicd assstance, inditutiond development, and training, especidly a the
village/secondary candl leve, would seem to be indicated. The APRP has made a start toward
improving area estimates through itsstudy of crop areafor mgor summer crops, itsinvolvement inarea
estimates for the new lands, and itsnew initidtive in area estimates for winter crops. MV E introduced
areameasurement techniques that proved to be much more accurate than the old methods used by
MALR, a least a the pilot sage. MALR appears willing to adopt most of the technical
recommendations and apply them broadly throughout the country.

Two policy and inditutiond issues that may be interfering with the proper functioning of the water
demand estimating system, are: 1) MALR’ spolicy that the agricultura crop areadatamust go to hight
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level governorate officids for refining, prior to being forwarded to MWRI didtrict offices for
computerized forecasting of water demand, and 2) apolicyissue associated withestimation of rice area.
Thepolicy of governorate-leve review could reduce the effectiveness of the whole process, astiming
is inevitably thrown off and error may be introduced into the data. Perhaps the issue is important
enough to warrant high-priority negotiations between the two minidries.  Also, it was noted that
extenson agents tend to report only the officidly alotted rice area, dthough it is wel known that in
many areas much morerice is grown than is alowed by the GOE. Thispractice, if widespread, could
have serious consequences for the accuracy of water demand projections.

Table 4-3: APRP’ sImpact on Forecasting Water Requirements

Criteria I mpact
Technicd: Accurate area estimates and reliable moddling
- Accuracy and Analytica content of water requirements now exis.
- Coverage Water isrdleased in atimely fashion to each

magor cana system, and no shortages occurred
a tall-end tertiary canals, according to results
of the pilot activity. 14 governorates are now

covered by program.

User-friendliness: The pilot proved that meeting water

- Form and Availability requirementsis feasible with the system, as
designed.

- Scope of digtribution Thereis potentidly a very sgnificant postive

effect on crop production, if water supplies
better dlocated. Thus, rapid expansion of the
sysem to dl governorates is needed.

Indtitutiona capacity: Incentives, training and equipment are needed
to sustain the process and ingal the
- Structure and Process appropriate organizationd sructure.

The practice of reviewing the area estimates at
the governorate level, by MALR, should be
reviewed.

- Collaboration Coordination among minigtries and within
various levels of each minidry is currently
good, but may need to be assisted with outside
management inputs, especialy as the program
Is expanded to include the whole country.
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4.4 Market News
441 Overview

The consderable successes redized by APRP activitiesin helping the GOE and some private entities
greatly improve theavailability of internationd price and marketing data, and some very useful domestic
technica information in the case of cotton, are andyzed in some detall in chapter 2. Suffice it to say
here that efforts by RDI, primaily in producing good Stuation and outlook reports with MALR,
CATGO, and ALCOTEXA, withcons derable concentration onthe cotton market, were true success
stories with respect to developing and disseminating useful market news. The effort was, however,
limited in three respects. for the most part the reports contain internationa data only; news was
disseminated to only afew officials and large enterprises; and the webstes created have yet to reach
abroad band of users. Apparently then, the absence of domestic market information and failureto truly
addressthe market informationneeds of farmersand smdler tradersis a serious gep inthejoint efforts
of APRP and MALR.

Consequently, this sectionfocuses on the needs of farmers, while recognizing the importance of market
agents such as traders and processors as decison makers in the liberalized agricultural economy.
Moreover, it focuses on the lack of effort, either by APRP or MALR, to collect, process and
disseminate domestic market price information, evenafter fiveyearsof implementing the APRP project.
Except for market price datafor four fruit and vegetable wholesale markets, generated by the USAID-
funded MIP project, the farmers source of market information is his or her neighbor, sometimes
traders, and in some instances, the local extensonagent. ATUT generates good internationa market
data, but only providesit to afew, large desert growersexporters. They do not servethevast mgority
of farmers, nor do they collect local market data. Thisisaserious gap in serviceto the liberdized farm
economy and should befilled as soon as possible, and filled by MALR, the only indtitution capable of
mounting such an undertaking, given that market information isa“public good”.

The scope of the collection effort for domestic market prices musgt be broad, including mgor grains,
cotton, livestock, and berseem, in addition to the data on fruits and vegetables already collected.
Extengon agents, suitably trained to survey farmersand local markets, might be the primary vehicle for
collecting the price and sdles data, athough adecisiononthat must await the results of amorein-depth
assessment of the overdl stuation. Becausethey are ahandy resourceinlocd areas, extension agents
or recruited to perform many data-related tasks, in addition to their normd respongbilities. Didtrict,
governorate, and nationd datistics units, and national economic andlyss units should be involved in
producing andydss suitable for market news releases, but they will require technica training,
organization, and management assistance to carry out data processing, anaysis and packaging for
disseminationtofarmersand extensionagents. Also, the package of farmer-oriented market newsmust
indude information on international markets, suitably fashioned for ready understanding by small
farmers.

The results of the present assessment, dbet somewhat preiminary in nature, strongly suggest that the
extension agent, adequately trained and provided with appropriate incentives, ought to be the foca
point for collecting and disseminating loca market news. This would sran MALR's technicad and
inditutiona capability, at least temporarily, as extensgon agents have little experience in collecting
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marketing information, and evenless experience in ddivering economic advice to farmers. Regarding
the latter, it is especidly important that farm income and cost data, appropriately processed by
andyticd unitsinthe EAS, be distributed to farmers by extension agents who have received traningin
the fundamenta's of farm budgeting.

APAU and the Marketing Extension Unit must have their mandate modified and their kills upgraded
for handling the analytica demands to be placed on them by the new domestic market newsand farm+-
level economic information requirements. Andytica requirements include interpreting price trends,
andyss of the implications of changes in costs and returns, and analysis of market performance
(economic efficency). Moreover, they must collaboratewiththe gatistica unitsat al levelsin preparing
timely releases of market information in a form useable by extension agents, farmers, and marketing
agents.

A detailed recommendation and plan of action, induding technicd requirements, management and
inditutional capacity considerations, and policy decisions required, should bethe subject of aseparate
study, following general agreement to proceed by the leadership of MALR. A proposed outline for
developing such arecommendation is attached to this report (Annex 2).

442 Cotton Market Information

The cotton sub-sector, because of its importance to the economy, and because information and
information dissemination are highly complex, recaived a lot of attention from APRP. ALCOTEXA
and CATGO were the principa dlientsfor this activity, with the former organization being primexily
respongble for generating price data based on internationd price relaionships, and the latter having
responsibility for grading and certifying cotton and disseminating technical data. ALCOTEXA isan
associationof cottonexporters, largdy private, and CATGO isasemi-autonomous public sector entity.
There seems to be an effective working rdationship betweenthe two entities, and they complement one
another inthe process of generating market information. MALR’sroleisto provide basic areg, yield,
and production data. CAPMAS collects some marketing and price data for domestic markets, but
does not make it avallable in a form useful for farmers and traders. Generdly, there is no effective
mechanism for disseminating market information, outside of the exporters association and a limited
number of high-level GOE officids.

BothGTZ and APRP carried out sudies of the market informationneeds of the cotton sub-sector, and
each concluded that collecting domestic price information would not be worthwhile because domestic
prices, defacto, only reflected the officid floor price. Thereis, however, emerging evidence that price
variation above the floor price is happening, at least for some of the finer export grades. Also, the
private sector is playing anincreasing role inthe market, asthe rather strict marketing rulesof dlocation
are gradudly being relaxed. If such isindeed the case, the issue of the vaue of domestic market
informationshould be re-examined, and stepstakento generate such data for the benefit of traders and
famers dike if it sseems warranted.

Meanwhile, APRP had a sgnificant impact on cotton market informationin several specific instances.

RDI asssted the threemgor players, MALR, ALCOTEXA and CATGO, to establish websites that
are comprehendve in coverage of internationa market data as well as technica data on the domestic
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crop. Theinformation isaccessbleto key playersinthe Egyptian cotton trade. The amount and quaity
of technicd information was greatly expanded by CATGO with technica assstance from RDI.
Furthermore, ther new website promises to greetly facilitate the ability of traders and processors to
locate precisely the grade and type of cotton needed. The ability of the market to determine relative
prices of different types and grades of cottonwill thus have been sgnificantly improved, inpart through
APRP sinterventions. Weekly publications have aso been expanded in both coverage and scope of
dissemination, which should enhance the efficiency of the cotton marketing process.

Both inditutions that are specidized in cotton have a high leve of capacity to collect and distribute
market information. However, both inditutions appear reluctant to collect and disseminate domestic
market information. Thus, MALR, at least inthe near future, will probably have to be responsible for
that sde of the structure. Following the further liberdization of the cotton market, there will be aneed
to develop a link between MALR and these inditutions concerning domestic price and sdes
information, and its dissemination to farmersin an extenson package. There does not seem to be a
close relationship between MALR and the specidized inditutions a present, S0 a greet deal of work
will have to be done to foster collaboration in the areaof domestic market news. For example, cotton
yield forecasting is potentidly of great vaue to dmost every facet of the cotton industry, but traders
expressed doubt that it is very usgful at present, because area edtimates made by MARL are
considered to contain gross errors. Hopefully, the new area estimating methods being introduced this
year and last year, with assstance from MVE, will solve this problem.

Table4-4: APRP’ sImpact on Market News

Criteria I mpact
Technicd: APRP asssed MALR in adding Stuation and
- Coverage outlook reports, but confined themselves to

internationd data. Thereis ill limited
dissemination of even the internationd data.

- Accuracy and APRP helped improve the accuracy of the data
- Andytica Content and added some analyss.

Usefulnessto end users: A limited number of officids and large traders

- Avallability/ Scope of digtribution have better access to international data, in a

useable form, especidly in the case of the
cotton sub-sector. There was no sgnificant
increase in market news available to farmers
and smaller traders.

Indtitutiona capacity: No sgnificant indtitutiona capacity to collect

- Collaboration, Structure, and Process domestic market information, and disseminate it
to farmers and small traders, was developed.
There was, however, asgnificantly improved
cagpacity in market news in the private sector,
(ALCOTEXA) for dissemination to public and
private sector decision makers.
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5. CONCLUSIONSAND RECOMMENDATIONS

51 Conclusons

Timdy, high qudity data, including farm income, yidd forecasts, and market information, were
generated and scientificaly processed throughthetechni cal assi stanceeffortsunder APRP and, inmany
instances, with cooperation from GTZ. Area estimates are likely to improve when the results of area
measurement pilot activities are applied. These activities greatly improved the scope, precision,
efficiency of generation, and ussfulness of basic agriculturd data. Inthe process, yet another sgnificant
achievement, the extraordinary development of a number of important inditutiona linkages between
ministries and donors, should be highlighted. Overdl, these achievements condtitute a true a success
gtory, epecialy consdering the fact that data generationwas not anexplicit part of the APRP project
design.

The mogt important individua achievements were:

. Accurate farm income data are now avalable for 15 governorates, and the remaining
governorates will be covered within a short time.
. Early-seasonforecasts of yidd for cotton and wheet are firmly part of the MALR’ sinformation

generating process, and the DT2 project has provided training in yidd forecasting for citrus.
Data are of high qudity, timdy, and useful to a broad range of indtitutions in the agriculturd
sector.

. MALR and MWRI have devel oped the capability for predicting the demand for water, based
onesimatesof plantingintentions. The program isnow being implemented in 14 governorates
and the GOE intends to expand it to the entire country.

. Good data on the new lands are now being generated.

. Progress is being made on improving crop area estimates, in particular by introducing new
measuring techniques.

. Some good strides were made in developing market information for cotton. Weekly
internationa market data are produced, dong with much improved technical data on the
domedtic cotton market. Data are available to public and private decison makers in both
electronic and hard copy formats.

. Hndly, numerous assessments, special studies, and verificationefforts, carried out by dl APRP
units, often with the close collaboration of GTZ, added immensaly to the stock of agricultura
information.

While progress was made on many fronts to affect the avalability of the data to users, induding
improving timeliness of digtribution and widening the coverage of data dissemination, these efforts
showed less progress in achieving what might be termed improvements in information, as opposed to
improvements in data qudity. Reportsare not widdy distributed and are not generdly adequate to the
needs of users. Much of the data are dill hed too close, too long by high-level government officids,

L EAS has already purchased the necessary equipment.
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and information in useable format for private traders, processors, and exporters is not given much
pnorlty Gaps dill remaning in agriculturd informeation include:

MALR, CATGO, and ALCOTEXA should include domestic market information in their

periodic reports.

Thereisalack of andysis of the data.

Extenson materids lack economic information.

Thereisawesk link between extenson and EAS.

Geographic coverage and coverage of mgor cropsisincomplete.

Generation of datafor the new lands il lags behind the standard set for the old lands.

Area estimates are much improved, but the program isjust getting underway.

Theimpact of APRP on information for farmers and locd traders, the newly created primary decison
unitsinagriculture, was not Sgnificant. The GOE agpparently did not take serioudy the need for farmers
and marketing agents to have economic intdligenceinorder to makether decisons. APRP, athough
they had no specific mandate to do so, nevertheless did not find an effective means for cregting the
politica will, the indtitutiond capacity, and the development mode needed to create afarmer-friendly
informetion system. After five years of largely successful interventions in information generation in
generd under APRP, Egypt dill does not have adomestic market newsserviceand economic extension
packages for farmers and traders.

Economic efficiency in agriculture will depend to no smal degree on the qudity of information for
farmers and traders. Thisinformation should include domestic price and sdesinformation on aweekly
bas's, extenson materids on costs and returns, forecasts of yield, arealwater requirements, and
technica recommendations on farm practices. All crop, livestock, and farm inputs data should be
covered, aswell asinternationa prices.

These condusions suggest the need for amgjor effort to build afarmer-oriented informationsystemfor
Egypt’ s agricultura sector. It will indeed require amgor dlocation of human and financia resources.
But, it will undoubtedly have ahigh pay off in terms of efficency gains, greater growth, and greater
employment in the sector.

5.2 Recommendations
5.2.1 Ingtitutionalization

Technicd and ingtitutiona aspects of basic data collection and processing activities of MALR and
MWRI, vitdly affected by the APRP programs over the last five years, induding income and cost data,
yidd estimation and forecadting, area estimates, estimates of planting intentions to forecast water
requirements, and improvementsinthe overdl quaityof area, yied, and productionestimates, are much
improved and can be counted as true success sories. However, full indtitutiondization of the system
isdill some way off. Itisthereforerecommended that technical and manageriad assstance be continued
for some time beyond the end-date for APRP.

The consderable successes of APRP were accomplished without a formd strategy for information
development being explicit in the project desgn. Surdly, therefore, afirst class information system
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mesting the needs of the newly liberated sector could be built in afew short years, if priority attention
inaspecid project were given to thisimportant activity.
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5.2.2 Priceand SalesInformation

All market informationsystems currently being developed and utilized should add domestic prices and
sdesinformation to the internationa data currently being collected and reported.

5.2.3 Dissamination of ALCOTEXA and CATGO Information

The cotton information efforts of ALCOTEXA and CATGO should add a broad range of recipients
to ther digtributionlists, induding smdler, privatesector tradersand ginners, and should add information
on domestic sales, prices, and stocks. Smdler cotton traders and farmers should be kept in mind in
the preparation and dissemination of thisinformation.

5.24 Extenson Element of Crop Yield Forecasting

Yied forecasts could be ussful to farmers, indirectly by forming the badi's for extensonmaterids, aswell
as traders, processors, and exporters. Therefore, the forecasting activity should add an extenson
information eement to provide timely feedback to farmers on yield forecasts. Meanwhile, MALR
should adopt aliberd policytoward disseminatingtheforecast informeation, immediady after it becomes
available, to abroad range of public and private traders and processors. Improved area estimateswill
a0 greetly enhance the vaue of yied projections.

5.25 Resourcesfor Estimating Water Requirements

As farmers learn to deal with free-market conditions, and asthe last vestiges of price and marketing
controls are diminated, one should expect increesing volaility in changes in cropping patterns and
prices. Thisissureto put even more strain on the technicd and ingtitutiona cgpacity of MALR and
MWRI to forecast water requirements. Adequate GOE resources should be applied to improvement
and expangon of the process. Also, thetimeis probably not right for pulling out technical assstance
for thisactivity. GTZ fully intendsto step up its level of assstance for this activity, but this critical task
could also benefit from continued USAID assistance.

5.26 Market News Services

MALR should fulfill the terms of Benchmark A 8, Tranche |1, and complete the preparations for a
comprehensive market news service aimed at guiding farmer-decison-makersinthis newly liberaized

agriculturd economy.

5.2.7 Reviewing Cropping Intentions Estimates at Gover norate L evel

GOE and APRP should put high priority on finding a solution to the policy issue inherent in MALR's
decision to review basic cropping intentions estimates at the governorate leved. This is being done
ostensbly to refine the estimate, but the system for forecasting water demand could be compromised,
asthetime lineisinterrupted, and errors might be introduced.
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5.2.8 NeedsAssessment for Capacity Building
USAID should consider funding a comprehensive assessment of the technical and inditutiona capacity

building actions necessary to develop a farmer-friendly market information system, building on the
successes of the agriculturd information activities completed thus far.
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Annex 1. A Noteon Cotton Market Performance

Market information is only one of the many factors that affect the efficdency of markets. To put
information into a more genera framework, this Annex examines the performance of the Egyptian
cottonmarket during the last few years, as the government gradudly reduced itscontrols. Thelessons
are quite clear. Liberdizing the agriculturd sector requires a balanced, comprehensive approach to
information, other governmenta market support activities, support for private sector competition, and
disengagement of government from market activities as much and as soon possible.

Performance of a free-market system depends largely on competition that in turn contributes to
marketing effidency. Effidency ismanifest primarily in pricesthat reflect trueworld supply and demand
and the lowest possible marketing margins or costs. The competitive interaction of hundreds of profit-
seeking marketing firms and producers, a home and abroad, should generate a price to farmers that
accurately reflectsthe supply of cotton of various qudities on the one hand, and consumer demand for
cotton on the other.

Theoretical Concerns

Pricing efficiency can be measured in severd ways, the most effective of which is the correlation over
time, quality and space of domestic prices and internationd prices. Circumstances in the Egyptian
cotton market today will not, however, dlow application of gppropriate statistica measures. Thereis
perhaps only one year in which priceswere permitted to vary sufficdently to provide saidticaly religble
measures. Fortunately, there are some structura variablesthat underlie marketing efficiency, that can
provide some indication of pricing effidency. Examples of these include the number of firmsand their
market shares, the presence of absence of marketing rules that dlow the free play of competition,
officid dlocationschemes, public or privatemarket power, and the degree of flexibility (responsiveness)
inthe market. Inthelatter instance, amarket could conceivably generate efficient prices, but bejudged
to be performing inefficiently if price response is dow, owing to some factor that inhibits flexibility.

The performance of the Egyptian cotton market at the “point of first sale” (farm gate) is assessed,
therefore, by fird andyzing the structure, then by applying certain direct measures of price behavior,
and then by grading performance againg atheoreticaly optima dtuation. This method is somewhat
rough, but is the best that can be done, given the absence of the gppropriate price data.

Structural Measures
Drawing onrecent studies by MVE(2001) and GTZ(1997, etc.), one may arrive at certain inferences
about marketing efficiency by analyzing the competitive Sructure of the exiding market structure for

seed cotton (2000/01). In a survey of farmers for the 2000/01 cotton-marketing season, farmers
indicated that they had four choices for sdling their cotton:
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Type of Outlet Per cent of Cotton Sold

Cooperatives 19
PBDAC ‘rings’ 45

HSU 17
Smdl and medium traders 19

Over 60 percent of the farmersinterviewed sold ther cotton through officia or government-all ocated
outlets, 19 percent used cooperatives, and 19 percent sold directly to private traders. On the face of
it, thiswould seem to be an ample range of choice, perhaps indicating a competitive market Stuation.
However, four factors probably greetly reduced the competitiveness of the system:

. Only one buyer is dlowed per “ring”

. Foor pricesin fact gppear to have been the only prices paid

. Most farmersfirg learned about pricesthrough the buyer, as there was no effective dterndive
source of market news.

. Then number of offers received, according to the officia market rules, should have been only
one. However, 43.6 % of the farmers interviewed indicated that they received a least one
offer outsde of the officid “ring”.

Also, intermsof actual volume purchased, various publicly-owned entities, indudingtrading companies,
gins, HSU, and soinning companies, accounted for fully 80 percent of the purchasesmadeinthe “rings’.
Private companies purchased only 20 percent. Ringsaccounted for 67 percent of thetotal seed cotton
ddivered to gins. Cooperatives and traders buying directly farmers accounted for about 33% of the
cotton delivered to the gins.

These structura measures, while by no means definitive, do suggest the possibility that sgnificant
inefficiencies may exis in the cotton market.

Performance

The above, somewhat unbaanced structura picture of course does not necessarily imply lack of
marketing efficiency, but it is certainly cause for concern.  One overt result of this structure is that the
floor priceisrigidly enforced. Thereislittle room for bidding prices up higher than the floor price, as
one might expect to happenfor some types and grades that are in strong demand inthe export market.
Price premiums over the floor price were reported for slesto cooperatives, but they appear too smal,
lessthantwo percent of the floor price. A premium of closeto 10 percent was reported on afew saes
to large exporters, but this was quite exceptiond.

One can only speculate on what the “efficient” price spread should have been. But, larger premiums
probably would have been received by farmers sling through ther own cooperatives if: (1)
cooperatives had adequate credit for financing marketing costs, (2) they could function as generd
traders, buying and sdling non-members cotton as well, and (3) they had sufficient financing to carry
the farmer’s cotton through the ginning process. In any case, there would appear to be many
opportunities to increase competition at the farm gate by strengthening the role of cooperatives.
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Smdl, private traders, of which there were only 150 during the surveyed marketing year, should also
develop into acompetitive force, especidly at the “ point-of-fird-sde’. If they werefreeto expand and
buy in any ring they chose, or if they increased their direct purchases from farmers, they would surely
provide competition, thereby generating larger and more appropriate price premiums. Thelr arbitrage
would be an important eement inthe process of price discovery. Unfortunately, they are still aminor
force in the marketing system, having bought only four percent of the cotton delivered to gins in the
2000/01 marketing season.

An interesting pattern of trade emerged with respect to large traders, whether government-owned or
private. The share of public trading companies dropped from 64 percent in 1999/00 to 30 percent in
2000/01, which share was largely picked up by large private exporters (members of ALCOTEXA).
Although each company had exclusive rights to buy inaspecific “ring’, they could a so buy outsidethe
ring. Apparently, dso, rings were alocated morefairly this year(2001/02) thaninthe past. However,
there are some disturbing sgns that market dominance may be emerging, and this should be monitored.

Of fourteen private trading firms, five accounted for 73 percent of the market, and one firm had 10
percent (which grew to 25 percent in 2001/02). This does not necessarily mean that market power
was in fact exercised. However, if the ring Sructure were to be abandoned, if cooperatives do not
grow to meet the new chalenges of a more open marketing system, and if the remaining public
enterprises were to be privatized, then monopoly power could emerge as ared problem.

Conclusion
The cotton marketing system, at the point of first sae, gppearsto be evolving toward an efficient, high-

performing state, athough it is not there yet. Full competition, and therefore high performance, will
depend of the successful development of five factors only one of which is market information:

. Modification of the ring system to dlow more than one buyer to participate;

. Modification of the floor price schemeto alow freetrade a “world” prices;

. Introduction of an impartid, broad-based domestic market news system; and
. Monitoring of the emerging concentration of market power.
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Annex 2. Proposal for A Market News Assessment

Severa million amdl famers rdy mosly on an informd, word of mouth system for ther basic
information on costs and prices. Increased economic efficiency would surely follow a systematic,
technicdly sound market news program amed at the farmers asthe premier decison makers. The
fallowing is a proposed outline for an assessment that would address the feeshility of establishing a
farmer-focused market news service:

Review the market news currently being produced and made available to farmers.

Re-assess the need for a comprehensve, government-sponsored market news service for
farmers.

Assess the technica capacity of extenson agents, didtrict atistica offices and headquarters
units for collecting, processing, andyzing, and disseminating domestic market information.
Assess the role of minidries other than MALR in generating market information, including
MSHT, MEFT, and MWRI. Assess the strengths and weaknesses of the required linkages
between MALR and these minidtries. Assess linkages between MALR and private sector
entities

Andyze inditutiona and managerid structures and processes, determine reforms required, and
design a system that would successfully deliver this new service to farmer-decision-makers.
Some structural changes dready identified are: organize and train extensonagentsfor the task
of collecting and disseminating economic information, set up extens onsupport unitsto package
and distribute the information, and re-assign and train members of the APAU and Marketing
ExtensonUnitsto carry out the special tasksrequired to “ add informationvaue’ to raw data--
- for use by farmers.

Develop detailed recommendations on training, economic andyds, unit  coordination, budgets, a
timdine for implementation, and a plan for inditutiond capacity building.

Conduct a benefit/cost andlysis of the investment required to implement the farmer-oriented,
market news service. Codts include technical assstance, training and perhaps additional
incentive payments to extension agents, processing and distribution costs, and additional
operating expenses. Benefits include income and employment generated by more efficient
alocation of farmer-controlled resources.
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Annex 3. Area Egtimation for Main Crops

1 Background

To estimate or forecast the volume of production of the mgor fidd crops good data are needed for
bothyidd and crop area. The MV E unit had conducted some activitiesregarding yield, but APRP had
not made any effort to improve the estimation of area. It isessentid to have good area data because
these data are used to document the growth rate of production and to study the impact of agriculturd
policy on these crops. Thisisimportant both for impact assessment in genera and for policy makers

in Egypt in particular.
2. Objectives

The objectives of this activity were to: 1) Assessthe availability and qudity of agriculturd datafor the
area of mgor summer crops (cotton, rice and maize) and winter crops (whesat, berseem and fava
beans), and 2) establish an advanced objective methodology and procedures to estimate the area of
these crops.

3. M ethodology

To achieve the above objectives, the MVE team adopted awork plan of two phases. phase one for
summer crops and phase two for winter crops. During the first phase, the team:

. Assessed the current procedure for crop area estimation, with specid atention to the mgjor
summer fied crops, i.e. cotton, rice, and maize
. Examined the procedure for obtaining the published dtatistics (of MALR), sarting from the

village leve

. Reviewed any extenson agents notebooks for the mgjor summer field cropsin the selected
villages

. Devel oped an improved method to be adopted for estimating and measuring the crop area of
these crops.

. Selected arepresentative sample of digtrictsand villagesand conducted alimited sample survey
of key dataelements in these Sitesto test the feasibility of data collection

. Carried out on the job training for the sampling at the governorate level to apply the improved
method of measuring the crop area estimation
. Conducted agatigtica andysis to compare the data obtained fromthe team’ s surveys withthe

data collected by MALR &t the governorate level
. Established database for the crop area data collected by the study.

The pilot study was conducted inthe following governorates. Gharbia, Behira, Sharkia, Dakahlia, Minia
and Assuit.

In the second phase, the techniques that were developed during the summer season and the new
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equipment that the EAS has purchased were applied during the winter season. The EAS staff were
trained on using the new equipment in the same governorates.

An additiond objective of the second phase wasto compare and devel op aforecasting procedure for
the area of the mgor summer crops using the data onarea of winter crops. This procedure wastested
using the area data from the MALR indicative cropping pattern and aso the actud area.

4, Situation and Assessment of the Techniques

4.1  Old Techniques (Taping)

4.1.1 Description

The sampling staff used to estimate the area of each fidd based on the following Steps:

. Measuring dl field lengths using the tape (20-50m).

. Measuring one of the traverse angles.
. Drawing aclear sketch showing the measurements.
. Dividingthe traverse into triangular pieces, and caculating the area of eachtriangle separately

and summing up thetriangles arealin order to estimate the area.

4.1.2 Assessment

. Practicdly, the old technique is suitable for smdl areas only.
. Using the tape for measuring lengths longer thanitslength means measuring the line part by part
without dignment.

. This method dways gives higher lengths than the origina lengths by 10-15%.
. Feld saff were measuring lengths on vertical dopesingtead of the correct horizontd lengths.

. Measuring one angle for each traverse is not enough to draw the traverse for most cases.

. The method for measuring the internd angles using the surveying triangle is not correct.

. This method never gives close traverses.

. Insome cases whenthere are curved edges, they could not handle it with taping. They Smply

assumethat it is straight line, which creates another source of error.
The principa sources of lineer measurement error are: Tape not stretched sraight, wind, incorrect
dignment (horizontal and verticd), careless plumbing over point, erroneous length of tape, variationin
temperature and incorrect tenson. Some of the above errors are caused by carelessness or lack of
training of the staff; others are caused by not accounting for those errors that are inherent in the tape.
4.2  New Techniques (New Instrument)

4.2.1 Description

At the beginning of the activity, the team decided to use the Theodoalite for measuring lengths and angles
for eachtraverse, and usng thetangentia method for measuring lengths. To smplify thework, theteam
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used the one-location method. This means that one should put the instrument on one corner of the
traverse and measure the lengths of the two edges and diagond length. If the traverse has more/less
than 4 edges, one can measure it by sending rays to each corner from the one-point location and
measuring dl lengths and angles. By using the same calculation method described before, one can
edimatethe traversearea. If thetraverse has curved edges, additiona work should be done by sending
many rays dong the curve length to draw it.

4.2.2 Assessment

The firg trid wasfarly good, except that the theodolite needed time to be adjusted, and the tangentia
method needed more caculatiions to give the lengths. Therefore, the team decided to use the surveying
leve with the fixed har stadia method for measuring lengths and angles. The team aso used the two-
point location method and the magnetic compass to find the directions.

The stadia method provides lengths directly, and the two-pont location method gives five lengths for
each traverse without any plotting correction. This method dso eiminaes any persond error.
Moreover, this method provides a chance to double check eachlinelengthby calculationas described
before.

5. Main Findings

51  Taping Measurements

. Feld gaff were measuring the field area as a rectangular area, neglecting any changesin edge
shape and only measuring length and width.

. In some cases, thereis a conflict in stating the observation correctly.

. In most cases, only one angle is measured.

. It is important to note the used method for measuring anglesis not correct. Moreover, and
based on various tests, it hasbeenfound that nobody knows how to usethe surveying leve for
Mmeasurement angles.

52 New I nstrument M easur ements

. The gadia method with the levd is the most suitable method to measure the distancesfor crop
area esimation.

. The leve provides not only distances and interna angles of traverses, but dso changesin the
traverse sides (curved, broken line).

. One canusethe leve easlly to re-plot acomplete cluster or itaics with dl its details following

the two crop areaestimationstudies, arecommended training programwas conducted to cover
al the needs of the sampling department staff.

. The new indrument purchased by the MAL R provideshighly accurate measurements, induding
an auto-focus facility that sgnificantly reduces measuring time,

. It is important to note here that the objectives of this work was not only for measuring and
plottingthe area of eachfarmer isfidd but aso choosing the best method to measurecrop area.
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6. Statistical Analysis

Matched pair t-test andyss showed sgnificant difference between New Instrument measurements
agang taping measurementsindl governoratesinthe study. The 95% confidence intervas of theratio
estimates of New Ingrument for amogt al crops were mostly shorter than that of the taping
measurementsmethod. Thus, theratio estimates(correction factors) obtained from the new instruments
are more efficient to be used in crop area estimation and are recommended. The find results of the
study show the fitted equations of the weighted ratio regresson for cotton, maize and rice, aswell as
the total crop area obtained fromthe agricultura department before and after adjustment. These show
that in generd thereis overestimation for crop areain the selected governorates.

7. Concluson and Recommendations

It is concluded that the taping process is not suitable for crop area estimation, and the method of
measuring angles using the surveying triangle is not correct.

The new ingrument method was more accurate than al other measurement methods. It is
recommended that it be used to derive correction factors for adjustment of crop area estimates.

A3-5



Annex 4: Lig of Interviews

A4-1



Annex 4. Lig of Interviews

1. APRP/MVE

Gary Ender, COP

John Holtzman, Economist

Morsy Aly Fawzy, Statistics and Economics
Add Mugafa, Economist

2. APRP/RDI

Jane Gleason, COP

Said Hussain, Economist
Edgar Ariza-Nino, Economist
Ibrahim Siddik, Economist
Lamia El-Fattd, Economist
Steve Joyce, Management

3. MALR/AERI
Ramzi Mubarek, Statistician
Abdd Hamid Saad, Economist

4, MALR/EAS

Mohamed Shahed, Director
Sohair Mustafa, Director, APAU
Ilsmall Gomaa El Din, Saigics
Sad El Agati, Sampling

5. MALR/Extenson Service
Tantawy

6. GTZ

Heinz Burggtdler, COP
Werner Gassart, IPM Advisor

7. ALCOTEXA

Adhraf Mohktar, Andysis

Shafik Gomaa, Information Center
Medhat El Alfy, Cotton Exporter
Amin Abassa, Cotton Exporter

8. Alexandria Busnessmen's Association
Mohamed Ragab, Exporter
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9. North Snai Governorate

Head of sampling office

Heed of Agriculturd Affairs

Satidtica Office

Information Center

Digrict: Statistics, Sampling, Information
Extenson Agents

10. Dakahdia Governorate
Head of Sampling Office

Heed of Agriculturd Affars
Statigtics Office

Information Center

Didrict Offices Satigtics, Sampling
Extenson Agents

11. USAID
Mohamed Omran, APRP Project CTO
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Annex 5. Ligt of Principal Documents

1 RDI, 1999, Study on Cost of Production and Farm Income (#89) (Sad Hussain and Jane
Gleason).

2. RDI, 1997, Assessment of Market InformationNeeds of AnOpenand Competitive Marketing
System (#23) (Edgar Ariza-Nino and Ibrahim Siddik).

3. RDI, Mismatch: Crop Forecasting and Water Use (# ---) ( Said Hussain).

4, RDI, 1998, Market Information for Situation and Outlook Reporting (#40) (Lee Shroeder).
5. RDI, 2001, Egypt Cotton and Rice Market Information System (#131) (Djime Adoum).

6. RDI, 1998, Retrospective Assessment of the 1997/98 Cotton Marketing System (#28) (Edgar
ArizaNino, et.d.).

7. RDI, 1998, Policy Brief: The Whesat Sector in Egypt (Edgar Ariza-Nino).

8. RDI, 1999, The Impact of Liberdization and Privatization on Women in Agriculture in Egypt,
(#51) (Nagat El Sanbary, et. d.)

9. RDI, 1999, Gender Issuesin Privatization and Liberdization of the Agriculturd Economy in
Egypt (#75) (Nagat El Soughby, et. d.).

10. MVE, 1998, Plan for Assessing the Impact of Egypt’ sAgricultura Policy Reform Program (#
1) (TomZdla et. d.)

11. MVE, 1998, Availability and Qudlity of Agricultura Datain Egypt (#4) (Morsy Aly Fawzy, .
a.)

12. MVE, 2000, Avallability and Qudlity of Agriculturd Dataforthe  New Lands (#12) (Tom
Zdla Morsy Aly Fawzy, €. d.).

13. MVE, 1999, Assessment of 1997 Egypt Integrated Household Survey Data for Use in
Congtructing a Producer Basdline (#8) (Stephen Goetz).

14. MVE, 2000, Short-Term Cotton Forecasting in Egypt (#13) (Morsy Aly Fawzy, et. d.).
15. MVE, 2001, Short-Term Whesat Yidd Forecasting in Egypt: an Assessment (#16) (Morsy Aly
Fawzy, et. d.).

16. MVE, 2001, Policy Lessons from the 2000/01 Cotton Marketing Season in Egypt (#17) (Ronald
Krenz, et. d.).

17. MVE, 1999, Wheat Subsector Basdine Study (Impact Assessment Report #6) (Wallace Tyner,
et. a.).

18. MVE, 1998, Cotton Subsector Basdline Study (#5) (John Holtzman, et. d.).

19. MVE, 1999, Rice Subsector Basdline Study (#3) (John Holtzman, et. d.).

20. MVE, 1998, Fertilizer Production and Marketing in Egypt, Basdine Study (#2) (Tom Zdla,
et. a.).

21. MVE, 1998, Producer Survey Results APRP, Tranche | (VerificationReport #6) (Morsy Aly
Fawzy, et. d.).

22. MVE, 2000, Seed Cotton Marketing in Egypt, 1999/00 (#11) (Ronald Krenz and Adel
Mustafa).

23. MVE, 1998-2001, Verification Reports for Tranches|, I1, and I11.

24. GTZ, Report on the Project Progress Review (Wolfgang Hannover), September 2000.

25. GTZ, On-Farm Water Saving Methods (Wolfgang Hannover), July 2001.

26. GTZ, Preparationof aPilot Market Information Service for Cotton Marketing on Goverorate
Leve, July 1997.
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27. EPIQ, Reducing Mismeatch of Irrigation Deliveries, Phase I: Filot Program, December 2000
(#33) (Lary G. King, &t. d.)

28. CATGO, Weekly Reports and Website.

29. CATGO, Technicd Gazette, July 2000.

30. ALCOTEXA, Weekly Reports and Website.

31l. ALCOTEXA, The Egyptian Cotton Gazette, #116, April 2001.

32. MALR/EAS, Income and Cost Data, 1999/00.

33. MALR/EAS, Situation and Outlook Reports, various, 1997/98 through 2000/01.
34. MALR/EAS, Agricultura Statigtics, various semi-annua reports.

35. MALR/EAS, Specid Studies, Agriculturd Policy Analyss Unit, various.

36. MALR/EAS, Website.
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